When the Berlin Wall fell in November 1989, the SEE region consisted of only four countries: Albania, Bulgaria, Romania, and the Socialist Federal Republic (SFR) of Yugoslavia. All four started implementing transitionrelated economic reforms and held their first democratic multiparty elections in 1989-90, in SFR Yugoslavia only at the level of the single republics. At that time, the general situation in SEE was very different from what it is today.
In 1989, SFR Yugoslavia was the most developed and largest country in SEE, in terms of both territory and population. There were major differences among the SEE countries, however, regarding a number of features. One of the main differences was their very different international relations and resulting trade orientation (Uvalic 2001) . SFR Yugoslavia in the late 1980s traded mainly with the European Community (EC), as it was not a member of the Council for Mutual Economic Assistance (CMEA) or of the Warsaw Pact but had concluded several trade agreements with the EC, the first dating back to the early 1970s (Uvalic 1992). Bulgaria and Romania had been members of the CMEA and of the Warsaw Pact for several decades, which naturally determined their main trade orientation towards, primarily, other socialist countries within the CMEA, in line with the 'socialist division of labour'. Albania was the most closed economy in Europe-after having abandoned the CMEA in the early 1960s, it had followed its own autarkic development strategy for many years and had limited economic links with the rest of the world, including its closest neighbours.
In 1989 the institutional framework in the SEE countries was also rather different. In comparison with the other communist countries, SFR Yugoslavia had a longer tradition with market-oriented economic reforms. Starting from the early 1950s, a unique system of workers' self-management was introduced, along with opening up to the outside world and gradual decentralization of the economy, particularly in the 1970s. Nevertheless, also in Yugoslavia, some of the main features of the communist economic system were not abandoned until the late 1980s (Uvalic 1992), including the commitment to non-private property and 'state paternalism' (Kornai 1980) . 3 More radical economic reforms in SFR Yugoslavia started only in the late 1980s: amendments to the constitution adopted in 1988 raised the limits on private property and encouraged foreign direct investment (FDI). In December 1989, the last Yugoslav government launched a bold macroeconomic stabilization programme based on 'shock therapy' (the first of its kind), 4 together with a privatization law aimed at introducing a private property regime in the bulk of the economy. The macroeconomic stabilization programme was initially successful in halting inflation, but by mid-1990 the mounting political crisis, which led soon after to Yugoslavia's break-up, impeded its further implementation.
